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PREFACE 

It is the pleasant privilege of a City journalist 
to glean among the best brains of the world of 
finance. It is his daily duty to pass on his glean- 
ings to the readers of his paper, and this book 
is an endeavour to extend the scope of the process, 
and to make clearer some of the dark sayings that 
have to be written and read, day by day, by those 
who chronicle and follow the movements of 
securities. To make full acknowledgment of in- 
debtedness, I should have to give a list of all the 
good friends who inform me concerning the 
course of the stock markets, and can sometimes 
be tempted to roam at large over wider fields of 
financial interest I owe special thanks to a 
member of the Stock Exchange, who has read the 
whole book in proof, and to an auditor who has 
gone through the two chapters dealing with 
company accounts. 

HARTLEY WITHERS. 

September^ 1910. 
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CHAPTER I 



INTRODUCTORY 



Stocks and shares are a matter of interest to all, 
and of bewilderment to most, of civilized humanity. 
The interest may be indirect and unrecognized. 
The salaried official may flatter himself, perhaps, 
that because he draws an income direct from 
Government he is beyond the reach of the 
influence of stock markets and their movements, 
and need give no heed to their ebullitions and 
vagaries; but a debauch of riotous speculation, 
organized in mere lightness of heart by the free- 
booters of the New York Stock Exchange, may 
have consequences which will aff"ect the prices 
of goods which are necessary to his existence. 
Modern industry is so closely knit by the quickness 
and cheapness of news and transport, and depends 
so much for its efficiency on the facilities and con- 
veniences that are given to it by the stock markets, 
that the ups and downs of Capel Court and Wall 
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JOINT STOCK ACHIEVEMENTS 31 

system, far-seeing folk with plenty of ideas and 
little money are able to get subscriptions for their 
ideas from those who have funds to invest, and 
so the material resources of the world have been 
incalculably increased. Sometimes the ideas do 
not pay, and the subscribers to them are saddened ; 
but, in the meantime. Continents have been covered 
with railways, oceans have been crowded with 
steamships, and most of the habitable globe has 
been joined together into one humming hive of 
industry. 
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with an insurance company, or by the purchase of 
securities to be realized when the debt falls due. 
Hedged about by these protections, and with a 
really adequate margin of assets and earning power 
behind it, a debenture or debenture stock acquires 
some of the sanctity which common opinion is too 
apt to attach to them whether thus protected or 
not. Without them a debenture is a mere pre-pre- 
ference charge, on which the company will pay 
interest as long as it can and regretfully withhold 
it when it cannot. 



A REASONABLE CONTENTION 119 

capital, and it is not really very unreasonable to 
contend that it should give the possible lender a 
little information on which he, or his expert adviser, 
may base an opinion concerning the financial 
strength of the borrower. 



152 COMPANY BALANCE-SHEETS 

thoroughly, they would support such auditors 
heartily. In order to increase this understanding, 
the next chapter will go more fully into the 
questions of companies' profits and of the writing- 
down process. 



2i6 GOVERNMENT SECURITIES 

cause of the creation of municipal securities. 
Whatever mistakes it may make, it will at least 
be less unprofitable than most of the wars which 
have left us with £700^00,000 odd of Government 
debt 



A HALFWAY HOUSE 253 

checks enterprise and smothers many a project at 
its birth which might have grown to a lusty giant 
if it had not been strangled with red tape ; but the 
achievements of German industry do not seem to 
show that this kind of supervision has a deadly 
effect It is not suggested that London need 
take over in its entirety German strictness with 
regard to the securities that the public is allowed 
to handle. It should be easy to find a halfway 
house. The leave-things-alone policy brings and 
has brought on the Stock Exchange a great deal 
of blame and mistrust which ought fairly to be 
laid at other doors, and there is much to be said 
for the view that the House would greatly im- 
prove its reputation and prestige if it gave some 
attention to a matter in which it can speak with 
authority, and concerning which the investing 
public looks to it for guidance. 
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connection with the merits of the stocks affected. 
Whoso is wise will ponder these things and 
try to be a real investor, exposing himself as 
little as possible to speculative anxieties and 
pitfalls. 
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GLOSSARY 



at the lower and sells at the higher price, and so is generally 

able to cover the bargain at a profit 
Vendor. — The seller of a business or patent or concession to a 

company which is being formed to woik it 
Waiters. — Stock Exchange officials, stationed at various points 

in the House to call members, to shoot for members who are 

wanted, etc. 
Wrtting-down. — ^The process by which the value of assets, as 

stated in a balance-sheet, is reduced to a level conforming to 

their realizable price. 
Writing-off.— Writing down a worthless asset to nothing. 
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Valuation 

a weak reed, 90 



Waiters 

announce defaulters with the 

hammer, 274n. 
Stock Exchange officials, 218, 
236 
War 

creator of English debt, 188-204 
Watered Capital 

spent on objects that do not assbt 
profitable working, 76, 77 



Weather 

effect of on markets, 304 
Whiggism in the City 

supports William and Mary, 1 1 

WiLLLAM THE THIRD 

Bank of England lends capital 

to, 17 
supported by the City, 1 1 
war of, with Louis XIV., 188 
Working Capital 

money kept for daily expendi- 
ture, 70 
Writing down 

an example of, 165 seq. 
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